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OATH OR AFFIRMATION

I, Clarence Anderson , swear (or affirm) that, to the best of my
knowledge and belief the accompanying financial statement and supporting schedulespertaining to the firm of

XLII Financial Services LLC , as of
Decernber 31 , 20 18 , are true and correct. I furtherswear(or affirm) that neither the company

nor any partner,proprietor,principal officer or director hasany proprietary interest in any account classified solely as that of a
customer, except asfollows:

NONE

y Public

oss is

This report** contains (check all applicable boxes)
W (a) Facing page,
W (b) Statementof Financial Condition.
W , (c) Statementof Income (Loss).
W (d) Statement of Cash Flows.
g (e) Statementof Changes in Stockholders Equity or Partners' or Sole Proprietor's Capital.- (f) Statementof Changesin Liabilities Subordinated to Claims of Creditors.
g (g) Computation of Net Capital.
g (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3.
W (i) Information Relating to the Possessionor control Requirements Under Rule 15c3-3.
W (j) A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15c3-1 and the

Computation for Determination of the ReserveRequirements Under Exhibit A of Rule 15c3-3.
0 (k) A Reconciliation between the audited and unaudited Statementsof Financial Condition with respect.to methods of

consolidation.
g (1) An Oath or Affirmation.
O (m) A copy of the SIPC Supplemental Report.
O (n) A report describing any material inadequaciesfound to exist or found to have existed sincethe date ofthe previous

audit.

**Forconditions ofconfidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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PHILuP V. GEORGE, PLLC
CERTIFIED PUBLic ACCOUNTANT

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Member
XLII Financial Services LLC

Opinion on the Financial Statements

We have audited the accompanying statement of financial condition of XLII Financial Services LLC as of
December 31, 2018, the related statements of income, changes in member's equity, and cash flows for the

year ended December 31, 2018, and the related notes (collectively referred to as the "financial statements").
In our opinion, the financial statements present fairly, in all material respects, the financial position of XLII
Financial Services LLC as of December 31,2018, and the results of its operations and its cash flows for the

year ended December 31, 2018 in conformity with accounting principles generally accepted in the United
States of America.

Basis for Opinion

These financial statements are the responsibility of XLII Financial Services LLC's management. Our

responsibility is to express anopinion on XLII Financial Services LLC's financial statements based on our
audit.We are a public accounting firm registered with the Public Company Accounting Oversight Board
(United States)("PCAOB") and are required to be independent with respect to XLII Financial Services LLC
in accordance with the U.S.federal securities laws and the applicable rules and regulations of the Securities
andExchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we

plan andperform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement, whether due to error or fraud. Our audit included performing procedures to assessthe
risks of material misstatement of the financial statements, whether due to error or fraud, and performing

procedures that respond to those risks. Such procedures included examining, on a test basis, evidence
regarding the amounts and disclosures in the financial statements, Our audit also included evaluating the
accounting principles used and significant estimates made by management, as well as evaluating the overall
presentation of the financial statements. We believe that our audit provides a reasonable basis for our
opinion.

Supplemental Information

The supplemental information contained in Schedule I has been subjected to audit procedures performed in
conjunction with the audit of XLII Financial Services LLC's financial statements. The supplemental
information is the responsibility of XLil Financial Services LLC's management. Our audit procedures
included determining whether the supplemental information reconciles to the financial statements or the

underlying accounting and other records, asapplicable, and performing procedures to test the completeness
and accuracy of the information presented in the supplemental information. In forming our opinion on the
supplemental information, we evaluated whether the supplemental information, including its form and
content, is presented in conformity with 17C.F.R.§240.17a-5. In our opinion, the supplemental information
contained in Schedule I is fairly stated, in all material respects, in relation to the financial statements as a
w

PHILLIP V. GEORGE, PLLC

We have served as XLll Financial Services LLC's auditor since 2019.

Celeste,Texas
March 25, 2019

5179 CR 1026 Celeste, TX 75423 (214) 358-5150 Fax (214) 358-0222 phil@pvgeorge.com



XLII FINANCIAL SERVICES LLC
Statement of Financial Condition

December 31,2018

ASSETS

Cash $ 32,756
Commissionsreceivable 2,113

TOTAL ASSETS $ 34,869

LIABILITIES AND MEMBER'S EQUITY

Liabilities

Commissions payable $ 5,338

Member's Equity 29,531

TOTAL LIABILITIES AND MEMBER'S EQUITY $ 34,869

See notes to financial statements 2



XLII FINANCIAL SERVICES LLC
Statement of Income

For the Year Ended December 31,2018

Revenue
Mutual fund commissions $ 16,405
Variable annuity commissions 14,783

TOTAL REVENUE 31,188

Expenses
Commission 19,267
Professional fees 9,994
Regulatory expenses 1,606
Other 790

TOTAL EXPENSES 31,657

NET LOSS $ (469)

Seenotes to financial statements 3



XLII FINANCIAL SERVICES LLC

Statement of Changes in Member's Equity
For the Year Ended December 31,2018

Total

Balance at
December 31, 2017 $ 30,000

Net Loss (469)

Balance at

December 31,2018 $ 29,531

Seenotes to financial statements 4



XLII FINANCIAL SERVICES LLC
Statement of Cash Flows

For the Year Ended December 31,2018

Cash flows from operating activities
Net loss $ (469)
Adjustments to reconcile net loss to

net cash provided by operating activities:
Change in assets and liabilities:

Increase in commissions receivable (2,113)
Increase in commissions payable 5,338

Net cash provided by operating activities 2,756

Net increase in cash 2,756
Cash at beginningof year 30,000

CASH AT END OF YEAR $ 32,756

Supplemental Disclosure of Cash Flow Information:

There was no cash paid during the year for interest or income taxes.

See notes to financial statements 5
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XLII FINANCIAL SERVICES LLC
Notes to Financial Statements

December 31,2018

Note 1 - Nature of Business and Significant Accounting Policies

Nature of Business

XLII Financial Services LLC (the "Company") was organized as a Texas limited liability

company, effective June 2017. The Company is a wholly-owned subsidiary of KLC
Anderson Holding Company LLC (the "Parent"), a Texas limited liability company. The

Company is registered with the Securities and ExchangeCommission (SEC) asa broker-
dealer in securities and is a member of the Financial Industry Regulatory Authority

(FINRA) and Securities Investor Protection Corporation (SIPC).

The Company operates under the exemptive provisions of Rule 15c3-3(k)(2)(i) of the

Securities Exchange Act of 1934, and accordingly, is exempt from the remaining

provisions of that Rule. The Company does not hold customer funds or securities.

The Company's operations consist primarily in selling mutual funds and variable annuity
insurance products to individuals in Texas.

Significant Accounting Policies:

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that could affect the reported amounts of assets and liabilities and disclosure
of contingent assets and liabilities at the date of the consolidated financial statements and
the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from these estimates.

Fair Value of Financial Instruments

Substantially all of the Company's financial asset and liability amounts reported in the
statement of financial condition are short term in nature and approximate fair value

6



XLII FINANCIAL SERVICES LLC
Notes to Financial Statements

December 31,2018

Note 1 - Nature of Business and Significant Accounting Policies (continued)

Revenue Recognition

The Company enters into arrangements with pooled investment vehicles (funds) to
distribute shares to investors and insurance companies to issue variable annuity contracts.

The Company may receive distribution fees and variable annuity fees paid by the fund and
insurance companies up front, over time, upon the investor's exit from the fund and annuity
contracts (that is, a contingent deferred sales charge), or as a combination thereof. The
Company believes that its performance obligation is the sale of securities or variable
annuity contracts to investors and as such this is fulfilled on the trade date or variable
annuity contract funding date. Any fixed amounts are recognized on the trade date and
variable amounts are recognized to the extent it is probable that a significant revenue

reversal will not occur once the uncertainty is resolved. For variable amounts, as the

uncertainty is dependent on the value of the shares or annuity contracts at future points in
time as well as the length of time the investor remains in the fund and annuity contracts,
both of which are highly susceptible to factors outside the Company's influence, the
Company does not believe it can overcome this constraint until the market value of the
fund and annuity contracts and the investor activities are known, which are usually monthly
or quarterly. Distribution and annuity contract fees recognized in the current period are
primarily related to performance obligations that have been satisfied in prior periods.

Income Taxes

The Company is a single member limited liability company and is treated as a disregarded
entity for federal income tax purposes. Consequently, federal income taxes are not payable
by, or provided for, the Company.

Note 2 - Net Capital Requirements

The Company is subject to the SECUniform Net Capital Rule (SEC Rule 15c3-1), which
requires the maintenance of minimum net capital and requires that the ratio of aggregate
indebtedness to net capital, both as defined, shall not exceed 15 to 1. Rule 15c3-1 also
provides that equity capital may not be withdrawn or cash dividends paid if the resulting
net capital ratio would exceed 10 to 1. At December 31,2018,the Company had net capital
of $29,425, which was $24,425 in excess of its required net capital of $5,000. The
Company's net capital ratio was 0.18 to 1.

Note 3 - Related Party Transactions/Economic Dependency/Concentration of Revenue

The sole member of the Parent (the "Member"), who is also an officer and registered
securities representative of the Company, generated 100% of the revenue and was paid
100% of the commissions during 2018. The Company is economically dependent upon
the Member due to the concentration of revenue generated.

The Member provides office space for the Company at no cost to the Company.

7



XLII FINANCIAL SERVICES LLC
Notes to Financial Statements

December 31,2018

Note 4 - Contingencies

There are currently no asserted claims or legal proceedings against the Company,
however, the nature of the Company'sbusiness subjects it to various claims, regulatory
examinations, and other proceedings in the ordinary course of business. The ultimate

outcome of any such action against the Company could have an adverse impact on the
financial condition, results of operations, or cash flows of the Company.

Note 5 - Subsequent Events

Management has evaluated the Company's events and transactions that occurred
subsequent to December 31, 2018, through March 25, 2019, the date which the financial
statements were available to be issued.

8



Schedule I

XLII FINANCIAL SERVICES LLC
Supplemental Information

Pursuant to Rule 17a-5
December 31,2018

Computation of Net Capital

Total member's equity qualified for net capital $ 29,531

Deduction and/or charges
Non-allowable assets:

Commissions receivable - 106

Total deductions and/or charges 106

Net Capital $__29,425___

Aggregate Indebtedness
Commissions Payable $ 5,338

Computation of Basic Net Capital Requirement
Minimum net capital required (greater of $5,000or
6 2/3% of aggregate indebtedness) $ 5,000

Net capital in excess of minimum requirement $ 24,425

Ratio of aggregate indebtedness to net capital _ 0.18_to 1

Reconciliation of Computation of Net Capital

Net capital, as reported in the Company'sPart II (unaudited) FOCUS
report $ 29,250
Increase in cash 3,506
Increase in allowable commissions receivable 2,007

Increase in commissions payable (5,338)

Net capital ascomputed above $ 29,425

Statement Regarding Changes in Liabilities Subordinated to Claims of General Creditors

No statement is required as no subordinated liabilities existed at any time during the year.

Statement Regarding Reserve Requirements and Possession or Control Requirements

The Company operates pursuant to section (k)(2)(i) exemptive provision of Rule 15c3-3 of the
Securities Exchange Act of 1934. Under these exemptive provisions, the Computation for
Determination of Reserve Requirements and Information Relating to the Possession and Control

Requirements are not required.

See accompanying report of independent registered public accounting firm.
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PHILUP V. GEORGE, PLLC
CERTlFIED PusLJC ACCOUNTANT

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Member
XLII Financial Services LLC

We have reviewed management's statements, included in the accompanying Exemption Report, in
which (1) XLII Financial Services LLC identified the following provisions of 17 C.F.R.§l5c3-3(k)
under which XLII Financial Services LLC claimed an exemption from 17 C.F.R.§240.15c3-

3:(k)(2)(i) (exemption provisions) and (2) XLII Financial Services LLC stated that XLII Financial
Services LLC met the identified exemption provisions throughout the most recent fiscal year

without exception. XLII Financial Services L.LC's management is responsible for compliance with
the exemption provisions and its statements.

Our review was conducted in accordance with the standards of the Public Company Accounting

Oversight Board (United States) and, accordingly, included inquiries and other required procedures
to obtain evidence about XLH Financial Services LLC's compliance with the exemption provisions.
A review is substantially less in scope than an examination, the objective of which is the expression
of an opinion on management's statements. Accordingly, we do not express such an opinion.

Based on our review, we are not aware of any material modifications that should be made to
management's statements referred to above for them to be fairly stated, in all material respects,
based on the provisions set forth in paragraph (k)(2)(i) of Rule 15c3-3 under the Securities
Exchange Act of 1934.

PHILLIP V. GEORGE, PLLC

Celeste, Texas
March 25, 2019
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XLII Financial Services LLC

Exemption Report

XLII Financial Services LLC (the "Company") is a registered broker-dealer subject to Rule 17a-5

promulgated by the Securities and Exchange Commission (17 C.F.R. §240.17a-5, "Reports to be

made by certain brokers and dealers"). This Exemption Report was prepared as required by 17

C.F.R. §240.17a-5(d)(l) and (4). To the best of its knowledge and belief, the Company states the

following:

(1) The Company claimed an exemption from 17 C.F.R. § 240.15c3-3 under the following
provisionsof 17C.F.R.§240.15c3-3 (k):(2)(i)

(2) The Company met the identified exemption provisions in 17 C.F.R.§240.15c3-3(k) throughout
the most recent fiscal year without exception.

I, Clarence Anderson, swe r (or affirm) that, to my best knowledge and belief, this Exemption

Report is true an co rec

B

Title: Président/

March 19, 2019


